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Scenes from Company operations 
framed in the open ends of big-inch 
pipe. Top Row: Left— Compressor 
Station No. 119, Sundridge, 
Ontario. Centre — Pipe line con- 
struction near Upsala, Ontario. 
Right— Entrance to Compressor 
Station No. 130, Maple, Ontario. 
Bottom Row: Left— Cranberry, 
Lichen and Chicklace flowers in 
Canada’s Northwest Territories. 
Right — Welding trucks move along 
TransCanada’s right-of-way near 
Cornwall, Ontario. 


1975 1974 

Operations | . ($000) ($000) 
Operaiindfevenues = i $ 920,389 $ 567,942 
Operating come». = wl 127,850 103,947 
Netmcome =... ©... ... 66,297 45,582 
Funds provided from operations. . . . . . 105,220 73,664 
Dividends declared 

Prelered shares ss (wii ti i 13,789 12361 

Commonshcres. .=isi“‘(‘(<é‘i‘é;w##‘C(<(w;‘C;été™;w*CW 21,930 14,106 
Net income per common share 

Basic.  ........... $ 1.65 $ 1.17 

Be srr —SC 1.45 1.03 
Dividends declared, per common share. . . .69 48% 
Gas Transmission Plant ($000) ($000) 
Coe ey lrrrrrr—r—C $1,588,754 $1,555,500 
Gas Delivered for Sales and Transportation 

(millions of cubic feet) 
Apnualvolume .. . =... sti‘ (a(<‘;éizi;éC;# 1,100,550 1,096,410 


1975 Revenue dollars 
Millions of dollars 


Source Distribution 


Report to Shareholders 


For TransCanada PipeLines 1975 was 
a year of continued progress and 
operating results reflected corporate 
planning of previous years. 

The highlights of the year were: 

—a 41% increase in earnings per 
share after an 11% increase in the 
average number of shares outstanding. 
—earnings which reflected the rate of 
return found to be fair and reasonable 
by the National Energy Board. 

—the introduction of a new pricing 
procedure for natural gas in Canada. 
—a return to a more appropriate level 
of exploration in traditional producing 
areas. 

—acquisition of Mackenzie Delta gas 
reserves by your Company. 
—commencement of the regulatory 
hearings for the construction of a 
natural gas pipe line to Mackenzie Delta 
gas reserves. 

—continued progress in the engineer- 
ing and environmental studies of the 
Polar Gas Project which will lead to an 
application to construct a natural 

gas pipe line from the Arctic Islands. 
—Iimproved earnings by Great Lakes 
Gas Transmission Company. 

Operating revenues in 1975 were 
$920,389,000 compared with 
$567,942,000 in 1974. This resulted 
primarily from recovery of the higher 
cost of gas sold and increased 
gathering charges in 1975, which rose 
to $601,013,000, up 90% from the 
previous year. 

The 1975 net income per common 
share was $1.65, compared with 
$1.17 in 1974. 

The rate of return earned by Trans- 
Canada on its utility rate base during 
1975 was 9.8%, a rate which the 
National Energy Board had found to 
be fair and reasonable in 1974. 
Effective December, 1975 the National 
Energy Board approved a rate of 
return of 10.2%. 

On November 1, 1975, a modified 
commodity value pricing system 
replaced the traditional methods of 
setting natural gas prices in 
Canada. In October the Govern- 
ments of Canada and Alberta agreed 
that the city gate, or wholesale price, 
for customers buying gas at a high load 
factor in Toronto would be $1.25 per 
million British Thermal Units (BTU’s). 


James W. Kerr, Chairman and Chief Executive Officer, 
and George W. Woods, President, at right. 


The prices at which the Company 
could sell gas in other areas were 
then prescribed by the Federal 
Government based on the $1.25 
price. Formerly the price charged to 
the customer was determined 

by adding the cost of gathering, 
transmission and distribution to a field 
price set by negotiation. 

The field price of gas paid to the 
producers is now determined by 
subtracting the gathering and trans- 
mission costs from the prescribed 
selling prices. 

The price for natural gas exported 
from Canada was increased in stages 
during 1975 to $1.60 per million 
BTU’s. The extra revenue over and 
above the basic field price, the cost of 
gathering in Alberta and the cost of 
transportation to the United States 
border is now being shared equally by 
all Alberta producers. As a result of 
these changes in domestic and export 
prices, producers selling to Trans- 
Canada are receiving approximately 
$1.00 per million B.T.U.’s including 
the extra revenue from export sales. 

The substantial increase in natural 
gas field prices in 1975 should en- 
courage the producing sector to 
explore and develop the gas reserves 
that are needed in the market and 


should cause the market being served 
by natural gas to be gradually up- 
graded. Care must be taken during 
this process however, not to reduce 
total natural gas sales by overpricing, 
because this would result in idling 
facilities which in turn would be 
translated into higher unit gathering, 
transmission and distribution costs. 
The result would be a lower net back 
price to producers without any 
corresponding benefit to consumers. 

Operating efficiency to keep trans- 
mission costs at a reasonable level will 
remain a primary objective of Trans- 
Canada as the Company continues to 
improve its existing pipe line system. 

In 1975 the Company completed a 
rerating program to upgrade 82 miles of 
30-inch pipe in northern Ontario. 
Another 250 miles will be upgraded 
in 1976. 

Operating tests of the latest aircraft 
jet engine used in the compressor 
station at Burstall, Saskatchewan 
have confirmed that significant im- 
provements in operating efficiency 
are possible, and another smaller unit 
will be installed at Ile des Chénes, 
Manitoba in 1976. 


Studies are continuing of the use of 
electrical energy to power compressor 
equipment in western Canada where 
surplus hydro-electric power Is avail- 
able in order that natural gas presently 
being used as fuel can be conserved. 

In October, 1975, the National 
Energy Board granted the Company a 
certificate to construct 48 miles of 
24-inch loop and 17 miles of 16-inch 
loop in eastern Ontario and Quebec. 
This construction, will complete the 
looping of the Ottawa extension 
and the Company's system to Montreal. 

Deliveries of natural gas in 1975 were 
1,101 billion cubic feet (Bcf) com- 
pared to 1,096 Bcf in 1974 reflecting 
the levelling off in growth which will 
take place in the markets served by 
the Company. This situation will 
likely continue until additional 
reserves of natural gas are attached 
from frontier areas or other new areas. 

Gas supply for future expansion of 
Canadian markets continues to be 
a very important concern of your 
Company. Hearings commenced 
before the National Energy Board in 
October, 1975 on the Mackenzie 
Valley natural gas pipe line project. 
Just recently the Supreme Court of 
Canada gave a decision which will 
result in the appointment by the 
National Energy Board of a new 
Chairman of the Board’s panel which 
is in the process of conducting the 
Mackenzie Valley hearing. It is hoped 
that this action will not significantly 
delay the timing of the final decision 
on a Mackenzie Valley pipe line. A 
related hearing on environmental and 
social aspects of Arctic frontier pipe 
line projects commenced in March, 
1975. The Company has filed, at the 
request of the National Energy Board, 
a detailed submission describing the 
additional facilities on the Company’s 
system which will be required to move 
Mackenzie Delta gas from Burstall to 
eastern Canadian markets. Hearings 
are also taking place in the United 
States related to connecting United 
States facilities. 

TransCanada supports the Canadian 
Arctic Gas Pipeline Limited (CAGPL) 
project as the only feasible Mackenzie 
Valley project and as the quickest way 
to get frontier gas to Canadian markets. 
TransCanada has entered into a con- 
ditional agreement under which the 
Companywill invest up to$272,000,000 
* in the equity of CAGPL. 


The Company has entered into 
negotiations with the owners of 
natural gas reserves in the Mackenzie 
River Delta area, and to date has 
contracted to purchase up to four 
trillion Cubic feet over a 20-year 
period. Negotiations are continuing 
with other producers for additional 
volumes of Delta gas. 

During 1975 TransCanada con- 
tinued as manager of the Polar Gas 
Project, which proposes to build a 
pipe line from the Arctic Islands. 

In October, 1975, the Province of 
Ontario joined the Project as a partic- 
ipant through Ontario Energy Corpor- 
ation and in 1976 the Government 
of Canada became a participant in 
the study phase through Petro- 
Canada. 

Great Lakes Gas Transmission 
Company, the United States affiliate 
company, showed a further improve- 
ment in total earnings. TransCanada’s 
50% share of profit from Great Lakes 
operations was $6,670,000 in 1975. 
compared to $6,098,000 in 1974. 

The Company, during 1975, made 
further significant progress in 
perfecting its electronic device to 
detect flaws in pipe lines in place. 
Other areas of research and develop- 
ment in which the Company is 
participating include a new high impact 
method of welding oil and gas 
transmission pipe, and the separa- 
tion of sulphur from natural gas 
by the use of membranes. 

The natural gas industry will continue 
to face many challenges during the 
near future, the greatest of which 
will be to serve existing markets 
until frontier gas becomes available. 
The higher well head prices for 
natural gas should greatly stimulate 
exploratory drilling and new discov- 
eries in traditional supply areas. 
However substantial volumes of 
new gas will be required to maintain 
the current level of natural gas sales 
during the period. 

Commencing January 31, 1975, the 
annual rate of dividends payable on 
the Company’s common shares was 
increased from 50 cents to 60 cents 
per share. On July 31 the annual rate 
was increased again to 72 cents per 
share. No further increase in dividends 
can be made by your Board except 
with the approval of the Anti-Inflation 


Board established by the Government 
of Canada in October, 1975. 

The sudden passing of Neil J. 
McKinnon in August, 1975, was a 
serious loss to your Company. In addi- 
tion to the many personal contributions 
Mr. McKinnon made to Canada in the 
fields of national policy, finance and 
banking he will always be remembered 
by his fellow directors for the 
valuable advice and help he rendered 
to TransCanada PipeLines. 

Beverley Matthews, Q.C., having 
reached the age of retirement, has 
submitted his resignation from the 
Board of Directors, to take effect 
April 14, 1976. During his term as a 
director, Mr. Matthews made an 
outstanding contribution to the shape 
and direction of overall Company 
policy, and will be greatly missed. 

In April, 1975 J. M. Cameron was 
appointed Executive Vice President 
of the Company. At the same time, 

R. D. Walker was appointed Vice 
President, Engineering and Operations, 
and J. K. Archambault was appointed 
Vice President and General Counsel. 

In 1975 the employees of Trans- 
Canada, once again through their 
skill, expertise and dedication, have 
enabled the Company to report a suc- 
cessful year of operations. It is a 
pleasure to be able to acknowledge 
their contribution on your behalf. 


On behalf of the Board, 


Chairman and Chief Executive Officer 


Toronto, Ontario 
March 15,1976. 


1975 Year in Review 


Calgary Centennial 


This painting ‘The First Drive of Range Cattle” by O. N. Grandmaison was 
presented by TransCanada PipeLines to the Glenbow-Alberta Institute to be 


held in trust for the people of Calgary, Alberta, in recognition of their 


Centennial Year, celebrated in 1975. 
The painting depicts the arrival of 6,000 head of range cattle brought in 1881 


from Montana to the Cochrane Hill Ranch. These were the first range cattle 
brought to Alberta and were driven in several herds at a rate of about 16 miles 
a day during the 400-mile trek. Their arrival marked the beginning of ranching 


in Alberta. 


The painting hangs in the Calgary Convention Centre. 


Gas Supply 
CE ES La SS Ta oP TS 


Gas Reserves 


A major increase in the price paid for 
natural gas in Alberta occurred on 
November 1, 1975. 

This resulted from the agreement 
between the Governments of the 
Province of Alberta and Canada under 
which the selling price of gas was set 
in Toronto at $1.25 per million BTU’s 
and other domestic prices were set in 
relation to the $1.25 price. In addition 
the export price of natural gas was 
set at $1.60 per million BTU’s. The 
price payable to producers is now 
determined by deducting the cost of 
gathering and transmitting from these 
selling prices. Producers selling natu- 
ral gas to TransCanada are currently 
receiving a field price of approxi- 
mately $1.00 per million BTU’s, 
which compares to a field price of 
approximately 44.5 cents per million 
BTU’s prior to the implementation of 
the new price structure. 


TransCanada holds Permit No. 
TC 76-11 issued under The Gas 


Resources Preservation Act of Alberta.. 


The Permit, which expires October 31, 
1994, authorizes the Company to re- 
move from Alberta a maximum quantity 
of 1.165 trillion cubic feet in any con- 
secutive 12 month period ending 
October 31 and a total quantity of 
23.731 trillion cubic feet during the 
term of the Permit. To December 

31, 1975 the Company has removed 
from Alberta under the Permit approxi- 
mately 9.2 trillion cubic feet of gas. 
On December 31, 1975, the remaining 
gas reserves under long-term contract 
to TransCanada were approxi- 

mately 23.6 trillion Cubic feet. 

This includes gas reserves purchased 
under long-term contract from 
Consolidated Natural Gas Limited. 
The Company estimates that the 
long-term discovery rate of approxi- 
mately 2.6 trillion cubic feet per year 
was maintained in Alberta during 
1975, and, as a result of the higher 


price of natural gas, exploration and 
development began to improve during 
the latter part of 1975. However, 
because of increasing government 
legislation relating to environmental 
restrictions and right-of-way acquisi- 
tions, longer periods of time are now 
required to bring new gas discoveries 
to market. The Company must 
purchase large volumes of additional 
gas reserves each year to sustain 
existing market levels. 

During 1975, TransCanada entered 
into a long-term gas purchase contract 
with Imperial Oil Limited for the 
purchase of up to 4.0 trillion cubic 
feet in the Mackenzie Delta area. The 
Company is continuing to negotiate 
with the other major producers in 
the Mackenzie Delta area and it, Is 
anticipated that additional gas 
reserves will soon be placed under 
contract to the Company. 


Canadian Arctic Gas Project 


During 1975 TransCanada continued 
to participate with fourteen other 
companies in the planning and regu- 
latory applications for Canadian 
Arctic Gas Pipeline Limited (CAGPL). 
CAGPL is applying for authorization 
to construct a large-diameter pipe line 
forming part of a pipe line system 
connecting the natural gas reserves of 
the Mackenzie Delta and the North 
Slope of Alaska to Canadian and 
United States’ markets. The proposed 
new line will interconnect with the 
Company's system near Empress, 
Alberta. To December 31, 1975, 

the total expenditures made on 
engineering and environmental 
studies and on regulatory hearing 

and other expenses in connection 


with the project, totalled $103,000,000. 


In March, 1975, an Inquiry com- 
menced under Justice T. R. Berger 
on behalf of the Department of 

| Indian and Northern Affairs. This 
Inquiry is investigating the social, 


environmental and economic impact 
of a Mackenzie Valley natural gas 
pipe line. 

In October, 1975, the National 
Energy Board (NEB) commenced 
hearings into competing applications 
to construct a Mackenzie Valley 
natural gas pipe line. In support of the 
CAGPL application, the Company 
filed with the NEB in February, 1976 
its submission describing the nature 
and costs of additional facilities that 
must be added to the Company's 
system when Mackenzie Delta gas 
becomes available. The cost of such 
facilities at the expected time of con- 
struction is estimated to be $1.4 billion. 

In the United States similar hearings 
have been conducted or are presently 
under way. 

The Company has agreed to invest 
up to $272,000,000 in the common 
shares of CAGPL conditional upon 
receipt of all necessary governmental 
authorizations and upon satisfactory 
financing arrangements being made. 


This investment is also conditional 
upon the completion of appropriate 
long-term natural gas supply from 
the Mackenzie Delta area and trans- 
portation contracts being concluded. 

TransCanada continues to support 
CAGPL as the only Mackenzie Valley 
pipe line project which presently has 
sufficient proven gas reserves to 
support early construction of the 
necessary pipe line facilities, and as 
the only project which has the 
prospect of moving Mackenzie Delta 
gas reserves to Canadian markets at 
an early date. 


Polar Gas Project 


Under the management of 
TransCanada PipeLines, the Polar 
Gas Project continued during the 
year to conduct research and investi- 
gations related to the construction of 
a natural gas pipe line from the 
Canadian Arctic Islands to southern 
markets. 

As a result of 1975 programs, It 


appears that construction of such a 
large diameter transmission system is 
technologically feasible. More detailed 
studies are continuing and an applica- 
tion is planned to be made to 
regulatory authorities during 1977. 

The greatest technical challenge to 
the Project is the deepwater crossing 
of several Arctic channels to move gas 
from source areas mainly on Melville 
Island to the Boothia Peninsula. A 
preliminary inter-island routing has 
been selected and proposed con- 
struction methods developed for each 
Channel crossing. 

Pipelining on land, would represent 
more than 90 per cent of the route 
mileage for such a system and work 
in this area is drawing upon 
experience gained by TransCanada 
PipeLines in winter construction 
programs through rock and frozen 
muskeg and under climatic conditions 
similar to those found in the far north. 

While approximately 95 per cent of 
the areas of the eastern Arctic 
through which the pipe line would pass 
are considered biologically non- 
productive, special care must be 
taken to ensure that lasting damage 
would not be done to those relatively 
few areas which are of particular 
significance to the support of wildlife 


populations and ultimately to life- 
styles of native residents. As a result, 
biophysical and socio-economic 
research programs are continuing 
along the proposed route. 

An ongoing program of communi- 
cation with northern settlements is 
designed to assure that the several 
thousand northern residents within 
the sphere of influence of the Project 
have the opportunity to participate 
to the greatest extent possible in 
its planning. 


Marketing 


Natural Gas Sales 
and Transportation 
During 1975, your Company fulfilled 
all of its customers’ requirements under 
existing gas sales contracts. Canadian 
customers did not purchase their 
normal contracted requirements during 
the year because of a milder than 
normal winter, the economic recession 
in Canada and labour strikes which 
severely depressed summer sales to 
industry. As a result, total sales and 
transportation volumes increased by 
only 5 Bcf from 1,096 Bcf in 1974 to 
TAO Bet (net 975: 

The major share of the Company’s 


Above: The Semipalmated Plover, one 
of the many species of birds nesting in 
the Arctic which have been studied by 
Canadian Arctic Gas ornithologists. 


Left: Collecting river bottom sediments 
as part of extensive research activities 
of the Polar Gas Project in the North- 
west Territories. 


Canadian market was comprised of . 
industrial sales which amounted to 
59%. Residential sales were 21% and 
commercial sales 20%. It is expected 
that distributors will alter the compo- 
sition of their markets as they attempt 
to meet the demands of new residen- 
tial and commercial customers during 
the current period of limited supply. 
To assist distributors to better meet 
the needs of their markets the 
Company offered a new transportation 
service during 1975 which allows 
distributors to store gas during the 
Summer time and to have it trans- 
ported to the market area in the 
winter. 

The competitive advantage for 
natural gas was sharply reduced in all 
segments of the Canadian market 
and in some instances lost entirely 
as a result of new gas prices estab- 
lished late in 1975. The higher prices 
came into effect too late in the year 
to have a noticeable effect on demand 
during 1975. However, it is apparent 
that the reduction in competitive 
margins could result in severe com- 
petition during 1976, particularly in 
the large industrial market sector. 


Annual Gas Sales and Transportation 


(volumes in millions of cubic feet) 


1975 1974 1973 1972 1971 

Sales 
Saskatchewan Power Corporation. LUC“ 2,738 3,902 3,019" 23,073 26,480 
Plains-Western Gas (Manitoba) Ltd... 8,314 7,986 11,065 8,409 8,167 
Inter-City Gas Limited : 7,239 7,906 6,659 7,852 5,900 

Northern and Central Gas Corpuraton Limited 

oo. |... 28... 110,973 117,782 112,020 108,026 102,192 
Gleaer Winnipeg Gas Company... 45,516 50,362 47,100 47,988 42,291 
Ce r—ee— ——es—ssCP 68,876 71171 59,801 53,962 50,171 
i ,r——“i—™s™SOsSSSCSC—C 304,201 296,140 281,969 235,804 175,291 
a a 238,056 232,670 214,909 178,663 143,024 
ston Publ 2,146 2,141 2,072 2,015 1,862 
788,059 790,040 738,614 665,792 555,378 
18,250 18,250 18,250 18,300 18,250 
118,297 119,797 118,931 119,117 119,483 
| 108,650 110,279 117,385 111,447 98,995 
ieceey Gas Led FF ,rrr——“‘“CROO UU 7,206 7,851 7,985 8,120 7,021 
Tennessee Gas Pipeline Company................. 00.2... rr r—“—CR a = = 22,843 
ee —“—sir—s———“—i—s—se_e_ 5,497 5,556 5,547 5,899 5,946 
Vermont Gas Systems, Inc........... rr ——— rs 4,124 4,891 3,912 3,745 2,820 
Total US. Export.............. a ——rt—“‘_OO—”.—~—~—“=‘CONRONSCiCiC ‘(C(RRCOCCCCsCisaiéaNiCON'iéC 262,024 266,624 271,980 266,628 275,358 
Total Sales........... a rrrr——r—“ “RC 1,050,083 1,056,664 1,010,594 932,420 830,736 
 r,rrr—“‘“_OOOO————~—~ws——“(‘(rwrsrssSSs—<isi‘“ Ca‘“‘i‘<‘<‘<‘<‘<‘C CSCW 50,467 39,746 45,024 18,419 13,425 
Total Sales and [ransportation.....-s«i‘é(a‘(‘é‘(asls’dé;w;#=';#ds«)s5)5k)k... 1,100,550 1,096,410 1,055,618 950,839 844,161 


“The Company sold its Unity pipe line on October 1, 1972, to a subsidiary of Saskatchewan Power Corporation. It is considered inappropriate to continue to include these sales with those listed 
above since the gas does not move through any of TransCanada’s facilities. 


Engineering and Operations 


1975 Construction 
and Operations 
During the year the Company expend- 
ed $38,435,000 on additions to gas 
transmission plant. The principal 
additions consist of modifications to 
the existing system which will result 
in fuel savings and improvements in 
the security of the pipe line. 

During 1975 at nine locations along 


| its system TransCanada PipeLines 


replaced existing pipe line with 
thicker wall pipe due to an increase in 


| population density since original 


construction. The thicker wall pipe is 
required to meet regulatory and design 
codes. The Company also received 
National Energy Board orders per- 
mitting the operation of 82 miles of 
30-inch diameter pipe line at higher 
pressures as a result of work com- 
pleted in the Company’s continuing 
rerating program. Under this program 
the original line between Winnipeg 
and Toronto is being sandblasted to 
improve system performance, and is 
being retested hydrostatically to 
permit operation at higher pressures. 
The original pipe line between Toronto 


and Montreal is also being sand- 


blasted and retested hydrostatically. 


TransCanada commenced construc- 
tion in 1975 which will lead to the 
completion of the loop line from 
Toronto to Montreal. This program 
consists of 48 miles of 24-inch 
diameter pipe, including 32 miles 


~ In Ontario and 16 miles in Quebec. 


The Company will also complete the 
looping of the Ottawa extension by 
constructing 17 miles of 16-inch 
diameter pipe. 

Increased emphasis was placed on 
TransCanada’s on-going program of 
gas conservation during the year. 
Regular performance tests were con- 
ducted on the various compressor 
units across the system to ensure 
that they operated at peak efficiency. 

In order to improve the thermal effi- 
ciency of several older gas turbines, 
heat exchangers (regenerators) have 
been installed to recover waste heat 
from the exhaust. In addition, a 
number of older, less effective re- 
generators have been replaced to 
maintain high thermal efficiencies. 

During the year, two mini- 
computers were placed in operation 
at the Company’s compressor stations 
at Burstall and Caron, Saskatchewan. 
These installations will ensure that the 
compressor units at these locations 
are controlled to maintain optimum 
efficiency for a given set of pipe line 


conditions. Six additional mini- 
computer installations are planned 
during 1976. 

The trial installation of a “second 
generation” aircraft engine driving 
a compressor unit at Station 2, 
Burstall, during 1975 has proven most 
encouraging. The unit has achieved 
the rated power output with a 
20% improvement in fuel economy 
compared with previous jet engine 
installations on the system. A smaller 
unit with similar efficiency is scheduled 
for installation as a replacement for 
an existing jet engine at Station 41, 
lle des Chénes, Manitoba. 

Important progress was also made 
during 1975 in the use of mobile com- 
pressors to reduce the amount of 
natural gas which is vented to the 
atmosphere when pipe line is removed 
from operation for new construction 
or rerating purposes. Venting of gas 
has also been reduced by new 
operating practices during the shut 
down of gas compressors for periods 
of short duration. It is estimated that 
all these programs have resulted ina 
saving in compressor fuel and other 
operational usage, which to date at 
today’s gas prices, represents over 
$1.5 million. 


~ 


Financial 


General Commentary 


Consolidated net income before 
dividends on preferred and common 
shares increased to $66,297,000 in 
1975 from $45,582,000 1n 1974, 
primarily as a result of the Company's 
ability to implement new rates sub- 
stantially concurrent with increases In 
costs and the effect of higher rates 
of return. 

Operating revenues increased to 
$920,389,000 for 1975 from 
$567,942,000 in 1974. This increase 
in revenues results from the recovery 
of higher costs, primarily increased gas 
costs paid to producers in western 
Canada. 

Transmission by other companies 
increased by $17,299,000 due to the 
higher fuel costs incurred on the 
Great Lakes system. 

Operation and maintenance costs 
were up $9,929,000 during 1975 as a 
result of higher costs of operating 
existing facilities and new facilities 
added late in 1974 and in 1975. 

The cost of compressor fuel rose 
significantly in 1975 because of 
higher gas prices despite a reduction 
in volumes of natural gas consumed 
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as fuel. Fuel savings resulted from 
increased operating efficiencies and 
looping of the Northern Ontario line. 

Allowance for funds used during 
construction in 1975 was lower by 
$3,144,000 due to reduced construc- 
tion activity during the year. 

The Company’s equity in the earn- 
ings of Great Lakes Gas Transmission 
Company was $6,670,000 in 1975 
compared with $6,098,000 in 1974. 

During 1975, the actual rate of 
return earned on average utility rate 
base was 9.8% compared with 8.6% 
in 1974. Net income per average 
common share was $1.65 for 1975, 
compared with $1.17 for 1974. 

The average number of common 
shares outstanding increased 11% 
primarily as aresult of conversion of 
$2.75 and $2.65 preferred shares. 

Funds generated from operations 
were $105,220,000 or $3.31 per 
average common share outstanding In 
1975 compared with $73,664,000 or 
$2.57 per share in 1974. 

Long-term financing for the Com- 
pany’s capital requirements was 
obtained through the January, 1975 
sale in Canada of $50,000,000, 11%% 
Sinking Fund Debentures, Series F, 
due 1995. On January 29, 1976 the 
Company sold $50,000,000 of 7%% 


| / 
MANITOBA 7, 


EMERSON 


TO MIDWESTERN GAS 
TRANSMISSION 
COMPANY. 


MINNESOTA 


Income Debentures to its Canadian 
bankers, the proceeds of which will be 
applied to pay for the balance of the 
1975 capital program and to pay for 
part of the 1976 program. 

Dividends declared on common 
shares during 1975 were $21,930,000 
representing an increase over 1974 of 
$7,824,000 or 55%. This increase 
resulted from the effect of a full year’s 
impact of dividend rate increases 
granted in 1974, a 20% increase in the 
rate paid July 31, 1975 together with 
the increase in common shares 
Outstanding. 


Rate Regulation 


New rates were approved by the 
National Energy Board effective April 1, 
1975 designed to cover $16,000,000 
of additional annual operating costs. 
The new rates resulted from an 
application filed by the Company in 
December, 1974. 

During March, 1975, the Company 
filed an application to increase its 
revenues which was heard in two 
phases. The first phase dealt with a 
request to increase the depreciation 
rates On gas transmission plant and 
to change from “‘flow through” to the 


ONTARIO. 


“tax allocation’’ method of income tax 
accounting including the recovery of 
deferred income taxes. The Board’s 
decision allowed the Company to 
increase, effective November 1, 1975, 
its annual rate of depreciation from 

— 2% to 2.75% on the major portion of 
its gas transmission plant, but denied, 
at this time, the request to commence 
recovery of income taxes on the 
basis proposed. 

The second phase dealt with the 
Company’s request to increase Its 
allowable rate of return on rate base, 
to recover increases in the cost of gas 
and to incorporate in its rates rea- 
sonably foreseeable changes of a 
routine nature in the Company's cost 
of service between November 1, 1975 
and October 31, 1976. On November 
26, 1975, new rates were authorized 
by the Governor in Council under the 
authority of the Petroleum Adminis- 
tration Act to incorporate the National 
Energy Board's decision on this phase 
of the Company’s application. In its 
decision, the National Energy Board 
found that the rate of return on the 
Company’s rate base should be in- 
creased from 9.8% to 10.2% effective 
December 1, 1975. Interim rates had 
been prescribed for the month of 
November, 1975. 


Great Lakes Gas Transmission Company 
SIE ES a Ts PP SO PES, Weg Sie a eee res 


1975 Operations 


The 1975 operations of Great Lakes 
resulted in net income of $15,454,000, 
compared to net income of 
$14,307,000 in 1974. During the 

year Great Lakes transported a total 

of 396 Bcf of gas, of which 287 Bcf, 
or 72%, were delivered to TransCanada 
PipeLines for sale in eastern Canada. 


Rates 


On April 30, 1975 the Company filed 
revised tariff schedules with the 
Federal Power Commission (FPC) 
increasing its rates for gas transported 
and sold. The new rates became 
effective on November 14, 1975, 
following the maximum statutory 


_ suspension period imposed by the 


FPC. Based on currently projected 
volumes of gas for sale and for 
transportation, additional annual 
revenues of $12,000,000 are antici- 
pated to be generated as a result of 
the newly filed rates, which are being 
collected subject to the refund of any 
portion thereof ultimately found by 
the FPC to be above just and reason- 
able levels. Additional revenues of 
$1,572,000 were generated during 
1975 under the new rates. 


Summary Balance Sheet 


Great Lakes has received authoriza- 
tion from the FPC from time to time 
to amend its import authorizations to 
allow it to continue the importation 
of natural gas at the higher prices in 
accordance with the orders issued by 
the National Energy Board of Canada 
amending TransCanada PipeLines’ 
licences for export of natural gas. 

The average cost of gas purchased by 
Great Lakes during 1975 was $1.19 
per Mcf compared with 42¢ per Mcf 
in 1974. Great Lakes Gas Trans- 
mission's Tariff includes a provision 
which permits recovery of increased 
gas costs from its customers. 


Construction 


The 1975 construction program 
amounted to approximately $4,300,000 
related mainly to the addition of 8,000 
horsepower at one existing com- 
pressor station and minor modifica- 
tions and additions to other existing 
facilities. 


Dividends 


Great Lakes declared dividends on a 
quarterly basis during 1975 amounting 
to $9,500,000 annually. 


(Thousands of United States dollars) 


Assets 1975 1974 
Plant, property and equipment. $355,660 $337,984 
Less: accumulated depreciation 70,343 57,456 
285,317 280,528 

Current assets . 48,137 52,706 
Deferred charges . 362 290 

$333,816 $333,524 
Shareholders’ Equity and Liabilities 1975 1974 
Common stock. : $ 50,000 $ 50,000 
Retained earnings .... . 36,247 30,293 
First mortgage pipe line bonds. 192,500 200,000 
Current liabilities . 50,695 51,542 
Deferred credits 4,374 1,689 

$333,816 $333,524 

Summary Statement of Income and Retained Earnings 
(Thousands of United States dollars) 
1975 1974 
Operating revenues . $197,616 $112,936 
Operating expenses . 147,078 62,380 
DYNEIN. 6% eon oe 12,872 12,404 
Federal and state income taxes 10,931 10,403 
Amortization of investment tax credit . (5,149) (4,653) 
Interest (net) 16,090 17,940 
Other expense (net) . 340 55 
Net income . Sas ate Nee me: 15,454 Ar SO7, 
Retained, earnings at beginning of year 30,293 17,986 
45,747 32.293 

Dividends declared . ; (9,500) (2,000) 
Retained earnings at end of year . $ 36,247 2 SOZA9S 
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Consolidated Balance Sheet 


December 31, 1975 (with comparative figures at December 31, 1974) 


Assets 1975 1974 
($000) ($000) 
Plant, Property and Equipment—at cost $1,588,754 $1,555,506 
Less accumulated depreciation . 273,209 240,514 
1,315,545 1,314,972 
Investment in Great Lakes Gas Transmission Company— at equity 43,617 4110/0 

Other Assets 
Advance payments on future gas supply . — 10e5 

Current Assets 
Cash . ' 3,/21 2,951 
Accounts receivable . 141,547 83,99) 
Materials and supplies—at cost 9,687 7,845 
Line pack and gas stored underground— at cost 17,353 5,60! 
Prepayments and deposits 4,004 471 
176,312 101,089 

Deferred Charges 
Unamortized debt discount and expense . 16,475 16,369 
Capital stock expense . 5,445 5,688 
Unamortized owning costs—Northern Ontario Section. 4,243 6,601 
Great Lakes project—additional costs of gas _ 3,851 
Arctic pipe line projects 5,545 4,935 
Other. 5,036 5,164 
36,744 42,608 
$1,572,218 $1,500,794 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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TransCanada PipeLines Limited 


LAS A TY I ee en eee 
and Subsidiary Companies 


Shareholders’ Equity and Liabilities 1975 1974 
($000) ($000) 


Shareholders’ Equity 
Capital stock (Note 1) 
First preferred shares of the par value of $50.00 per share 
Authorized—7,172,156 
Outstanding 
— $2.80 cumulative redeemable shares 


1975—832,680 (1974—860,655) .. . . .. = _. $ 41,634 S$ 43,033 
— $2.75 cumulative redeemable convertible shates—series K 

19/5—132,249 (19/74—269,292) . ._. |... 6,612 13,465 
— $4.50 cumulative redeemable retractable shares— series B 

1975—1,000,000 (1974—1,000,000). ... .  =——t—S—SSSSCS*C‘(Cl 50,000 50,000 


Second preferred shares of the par value of $50.00 per ‘share 

Authorized— 7,441,602 

Outstanding 

— $2.65 cumulative redeemable convertible shares—series A 
7376-2 390.227 .19/4-2499.800).....sds—s«i=“(‘aset*é‘(‘(‘ECO!.Ul..UCUC;lrtsti‘(i#éiCC; 119,761 124,990 

Common shares of the par value of 3344 per share 

Authorized— 75,000,000 

Outstanding 


7978 37005509 © 974-31 0/7/ 790)... .. st 10,668 10,359 
228,675 241,847 

OF r—“‘“‘“(‘“‘<‘“i‘i‘<i‘<‘i‘“‘i‘i“i‘i‘“‘“‘“‘<‘<‘<“<‘<‘(‘(<‘(‘(<(‘(i<i‘i‘i‘ies:*:”t*:*s””::CSCiziCzCr; 160,692 150 72] 
OO ee lL rrr rrsi—<—trs—OSOSCSC“ ;Ssr—CsC=C‘i‘C‘iC'CC 146,395 115.877 


535,762 608,391 


Porg-'erm Debt (rer Schedule and Note2)... =... =.=... ...... . 819,797 820,075 
Boeseayanie Noes)... = #.. 8 le 20,000 37,730 
Current Liabilities 

Pec lela, cept due Within One vedr «tl  , 38,177 29,606 
eet eee llrsr——<i~s~Siri‘i‘OSsOCtisCS*s—SssSs—~=—Srrtrsri‘(éC)r:S‘CU:C)SC‘(C‘‘;SRROOCCCrrCCCCCC 128,843 113/09 
OS eee rrsrrt—“‘“‘COOOOOOCOCOCOrsCisCi«.:;«s«=:i«‘( ‘éSSCO#*#CCCCsCi‘C(‘COCOCCN 20,492 18,979 
Se ei cee ,rrt—“—OsOSCCtstisS~sSs*si<‘iés;*;é‘CRCN”SC(C(CN®RNSNRRRERRRRSC“CiC eC 9,147 8,634 


196,659 134,598 
$1,572,218 $1,500,794 


On behalf of the Board: 


J.W. Kerr, Director 


ots ei 


_ Beverley Matthews, Director 


Consolidated Statements 


Year ended December 31, 1975 (with comparative figures for 1974) 


Income 1975 1974 
Operating Revenues 0) : aie 
Gas sales . $ 901,167 $ 5617255 
Gas transportation 8,847 5,373 
Other 10,375 1,309 
920,389 567,942 
Operating Expenses : 
Cost of gas sold and gathering charges 601,013 316,691 
Transmission by other companies . 78,066 60,767 
Operation and maintenance . 37,844 27918 
Compressor fuel—gas and electric 27,244 16,697 
Depreciation and amortization . 39,136 34,463 
Taxes—provincial and municipal . 9,236 7,462 
792,539 463,995 
Operating income . 127,850 103,947 
Other Income 
Allowance for funds used during construction . 1,352 4,496 
Equity in net income of Great Lakes Gas Transmission Company. 6,670 6,098 
Other (net) 859 017 
8,881 11,11] 
Income before financial charges 136,731 110,056 
Financial Charges 
Interest on long-term debt . . . 70,969 68,076 
Amortization of debt discount and expense less gain on n purchase of debt (1,469) (1,891) 
Other interest expense . . -. . —~- 934 3,249) 
70,434 69,476 
Net Income for the Year . $ 66,297 $ 45,582 
Net Income Applicable to Common Shares 
Net income for the year (above) . : $ 66,297 $ 45582 
Less provision for dividends on preferred shares : 13,863 12119 
Net income applicable to common shares. $ 52,434 $ 334023 
Net Income per Common Share 
Basic. $ 1.65 3>$ Tif 
Fully diluted . $ 1.45 $ 103 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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TransCanada PipeLines Limited 


I TTS I TI SAT PT TG TTI IT TS SS EE NT oe 
and Subsidiary Companies 


Contributed Surplus 1975 1974 
ALLERIA ITE I EE CS IS IE IE EET IOS ENE ELIE ELIE LONE OI ESE LED ELLER LEVEE LDL EEE BEE ESN SIE E EI ESE EEO EEE ELE OE NTI IE STE EEE EEO OE SLES ONES ES ET ESS ENTE SIS IBIS OE OC BS EEE ISO TE EE OS BE OT IO ES Ra INRA 
($000) ($000) 
Balance at beginning of year. . . ... ........,.... .. S$ 150,727 3 122473 
Premium on common shares issued (Note 1) . a rr—s—C rs—‘COCsCOCSCsS 8,953 27-816 
Credit resulting on redemption of preferred shares (Note 1) |... .. | 1,334 438 
161,014 150,727 

Pee excise vtech ol.hClti“‘C‘CR‘O(ROO(OCOUtCWCU.U.DUDU.UUUhUCstC(‘(C#(C(C 322 “- 
ee rlrr—“‘ststswt~s~s—~srC—~—~—~—~—~—~—~—~—~—~—~—~—~—C~—<“‘SU);C;CzCs=«Ci<zs é(“CO;é*C;rdC_C $ 160,692 $ 150,727 
Retained Earnings 1975 1974 
| ($000) ($000) 
ee ee rrts—“‘i—OOsSSOts«sSssi‘(i=ae;r”w”SCstisi‘(C(‘#YRC‘C‘;SCYNSCOCiCSCiSCsCOs $ 115,817 $ 96,/02 
ee leerrrr—“‘“CirC“(‘(“(‘“(“(‘“C(‘;SCSC*;*;OC*sCét;Csw*s*stsi*si‘“(C(CSC;C;*”*C*C*C;(Cté:;*éC:;éC‘C.:Ciésésésé=CN 66,297 45,582 


182,114 142,284 
Dividends declared 


Ce rrrs—s—r—rr—.—.C—C“‘(Ci‘OOCCO*COC*tCti‘(CSSRCOCOC‘(O(#SC:iz*SCi<‘CSCRCi«CkrzCizC izCONi‘CRCOONWSCiCzCaiC)ac 13,789 12,36) 
oe ,rrrt—“‘“‘COOSCStstsi‘(‘(‘(‘(<‘(‘(‘(‘i<‘i‘i‘<‘(‘(‘(‘(‘i‘<‘(‘i‘<‘(‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i—ierw”s”tsS:sSC*zSCSzsCSCzC;z=SOVKCtC;t 21,930 14,106 
35,719 26,467 
ee rrs—s—r—“=EROUtthlrrrrts—~—sSizaCOrzSN © 146,395 > 115317 
Changes in Financial Position 1975 1974 
Source of Funds pe dee ae 
Funds from operations . . . .. .. } .  }©§. $ 105,220 $ 73,664 
Disposal of gas transmission plant . |. l.,rtrt—<—tsSsw”~—~—‘“—<“i<i‘“i‘“‘<i‘i‘isSOCOCN 1,100 207 
Refund of advance payments on future gas supply ... |... .... 839 6,466 
Peco) oO seeca Ceposis........ =... ..=.......  .... — 17,938 
Increase in notes payable. . - hrr”rr—C _ 37,730 
Repayment of advances by Great Lakes Gas Transmission Company a. — — 201 
Dividends from Great Lakes Gas Transmission Company, net of withholding tax. _ 4,124 842 
Issue of securities (net proceeds) 
(oo cot ti“(“‘“‘(‘ ‘iOCONMCO;O;C;*;*;*S*C*C:*C*:*CS*C*S*CSCSCSC*;”*”*~*~*~C~*~*~*CS=CR:SC 48,593 — 
Oia lr —“—i—CsSsSOCwrsSC*isC“C(“‘( RCC;C — 48,503 
OO err——“‘“‘“‘<‘<‘“‘“(‘<‘“(“(‘(‘<‘(<(“(i<i‘i‘i‘ i W™”;*s*t*w”=s—S*sSC”CdiCW 103 1 


S$ 159,979 > 185,560 


Use of Funds 


POCChs 6 cas ransmission plant «© = = CC wl Cs $ 38,435 $ 108,578 
Reduction Of advance payments feceived. . ... . =... . ..2.... . . . — 19,074 
ipereese (4 sceciai deposits. 8 eC — 6.352 
Picuc pipe Ine projecls. 5. = = 2 2,165 2,590 
Reaucton GO lord-tern. deol. 2... 48,865 37,417 
Reduction of notes payable . . . ....... ....... 17,730 — 

Purchase and cancellation of preferred shares 8 hh!,rmhmrU™C™COC~—OCOCSCSC ee ti—“‘i‘CO*‘COCO*#C(#C(Cj 2,984 906 
Dividends cn oreferred and commonshares. . 626 de, 35,719 26,467 
Other (net) . . Ca 919 Be fe 
Change in working capital during the year 2h 13,162 (19,542) 


S 159,979 $ 185,560 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 
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Consolidated Statements cs 
December 31, 1975 (with comparative figures for 1974) _ : | 


Schedule of Long-Term Debt 1975 1974 
First mortgage pipe line bonds (3000) . ($000) 
Due 1978 
54% U.S. seties=-U.S.$17402,000,... . sc Cl  s—(is;sCiCi‘Cr*CO $ 17,402 $ 23210 
5%% Canadian series. . — .. .. . ###  »§ 3,956 D260 | 
6% US) series-US. $1702 0002 _, 1402 2,158) = 
6%% Canadian series. . . . ...rr—=—<“iC—~s”wt~—~—~—~—~—O—~—O—OOOC””C~COCOCi;COCiéC:«CQ 867 1,145 
Due 1983 _ 
64% U.S. series--U.S.S40,969.000...—s—s—=«2s—«|— ai rt—i(i—‘“—sSsSsSs—s—sSCSsC“ (‘ MC 44,122 49,749 
64% Canadian scres. . .  — 19,722 22,230 
Due 1985 _ 
54% U.S. series-US. $22,113,000.  ......., ,,.-,...... 23,851 26,274 
Due 1987 . a 
64% US seres—U.S. 583040000... . =. st r—st—i<(“(‘“ ‘é‘“C‘“(‘(“(“NSCO#;#COC‘# 89,486 96,727 
Due 1992 : 
84% Canadian serlesA... . . sti‘ 93,900 100,000 — 
8%% Canadian seriesB. . ,r,r,rrr—“—Or.—C—C—“(‘<‘COéCOéCOCOSOCOC*Cés“‘CCQ 38,880 40,000 © 
Due 1993 (Sinking funds commence in 11976) 7 
8%% Canadian series A. .. . . i |... 64,650 65,000 © 


83% Canadian series Bo 2 10,000 10,000 — 


Sinking fund debentures 
Due 1990 (Sinking funds commence in 1976) _ 
10%seresA. a rrr—r—~—r.C‘ ‘<a etwrsCt*sSsststi‘COséiOCOCNSCCCéiCi ‘(OOO 47,000 


9%% seriesB. . -.. .......,. ... ... 57,250 
Due 1991 (Sinking fund commences in 11977) 
9% series C. . a rrrrsr—r”—”—“—ssSC‘ Rs 47,300 
Due 1992 (Sinking fund commences In 1 1978) _ 
8%% series D. . ..........:—srs=«=i‘(i‘iétséyCOCO*t*iC#CiC#(C 95,088 
Due 1993 (Sinking fund commences In 1 1979) 
Q%seriesE —  . rt—<“a‘iOO.—CSCtdsS=<“itrs—‘isiCS™SSS 96,000 
Due 1995 (Sinking fund commences In 1981) 
112% series, ts a rrtrt~—“‘“‘“isit™CO™O™s~™O~sC—C—~—s~s~C~*~:*:~:*~*~C~C—*~C*OC~*~*~*~C~—~C 50,000 #£— 
Subordinated debentures due 1987 : 

5.00% US. series-US 3159/2000... .......«. «si i ‘a $ 15,972 7 
Less—Company owned. . . a rrr—”—C“=OUND.rtCtiC COCO 54 15,918 16.a1/ 
6.85% Canadian senés ..  #..... =.=. .-=.,——ss=—i“( amt $ 41,528 : 

Less—Companyowned .  ... . ...... ..... 35 ° #4«+41,493 42.834 | 


"858,587. 851,319 
Less—long-term debt due within one year . 3 
Canadian. $38,177,000 (1974-829 606000). = =—s««_s cc wi“ wlh.mCrlCC 38,790 31,244 


$819,797 _ $ 820,075 


See note 2 to consolidated financial statements. 


14 


TransCanada PipeLines Limited 
nN RN IE ITT ETE ETI TTR NIL PE I EC EG LO OTT AI ET NE ELT TIES EEE IT 
and Subsidiary Companies 


Summary of Significant Accounting Policies 


Regulation—The Company, which owns a natural gas transmission system extending from the Alberta-Saskatchewan 
border across the Provinces of Saskatchewan, Manitoba and Ontario and through a portion of the Province of Quebec, is subject 
to the jurisdiction of certain regulatory bodies in connection with matters such as rates, construction, operations and account- 
ing. In addition, the Company is subject to the provisions of the Anti-Inflation Act. 


The Company shares equally in the ownership of Great Lakes Gas Transmission Company, a United States corporation. Great 
Lakes, which owns and operates a pipe line system extending from Emerson, Manitoba through Minnesota, Wisconsin and 
Michigan to Sarnia, Ontario, transports a substantial volume of gas for the Company. 


Principles of consolidation—The consolidated financial statements include the accounts of the Company and its 
subsidiaries all of which are wholly owned. The operations of the active subsidiary company are relatively minor in comparison 
to the transmission operations of the Company and have therefore been included in the consolidated statement of income 
under the caption “Other Income—Other’. The Company uses the equity method of accounting for its investment in Great 
Lakes Gas Transmission Company and has provided for withholding taxes on its share of the earnings of Great Lakes which 
may be distributed. 


Income taxes—As allowed by the relevant income tax provisions and regulations, the Company has followed the practices 
and principles of claiming certain deductions for income tax purposes in excess of the amounts charged to income for account- 
ing purposes. If the relevant income tax provisions and regulations had not permitted such deductions, income taxes would 
have been payable in the approximate amount of $29,400,000 for 1975 ($19,700,000 for 1974) and to an accumulated amount 
of $161,100,000 at December 31,1975. 


In June, 1975, the National Energy Board disallowed the Company's request to include currently in cost of service any 
allowance for income taxes on utility income calculated on a tax allocation basis. Because of this Decision and since there is 
reasonable expectation that all income taxes payable by the Company in the future will be included in cost of service and 
recovered in revenues at that time, the Company is continuing to follow the taxes payable basis of accounting for both 
accounting and rate making purposes. 


Depreciation— [he Company’s provision for depreciation expense is calculated on a straight line basis using rates reflecting 
the economic and physical life of the assets in service. It is the policy of the National Energy Board, which approves depreciation 
rates, to permit the recovery of undepreciated plant costs over the remaining service life of the assets as determined from time 
to time. 


During 1975, depreciation was calculated on a straight line basis using approved rates of 2% on pipe line to October 31, 1975 
and 2%% thereafter, 32% on compressor stations and other transmission plant, and various rates for general plant equipment. 


As a result of this change in depreciation rates, depreciation expense for the year increased by $1,530,000. 


Allowance for funds used during construction—An allowance for funds used during construction has been charged 
to plant, property and equipment at a rate of 10.5% per annum. 


Unamortized debt discount and expense— These costs are amortized by charges to expense over the remaining original 
life of the respective issues or as debts retired. 


Capital stock expense— Capital stock expense incurred in connection with the issue of $4.50 first preferred shares and 
$2.65 second preferred shares is being amortized to contributed surplus as the shares are purchased for cancellation or 
converted into common shares. 


Unamortized owning costs — Northern Ontario Section—As approved by the National Energy Board, the Company 
deferred in 1973 a portion of the owning costs associated with the 1972 pipe line expansion program in northern Ontario 
because of partial utilization of these pipe line additions. Amortization of the interest component of $5,786,000 to operating 
expenses commenced September 1, 1974 on a straight line basis over a five year period. In 1975, after approval by the Board, 
the depreciation component of $1,286,000 was transferred to accumulated depreciation to conform the accounting and rate 
making treatment. 


Great Lakes project — additional costs of gas—Prior to the commencement of deliveries of natural gas from western 
Canada through the Great Lakes system, the Company entered into short-term contracts for the purchase of natural gas from 
suppliers in the United States to assist in the orderly development of markets in eastern Canada. The difference between the 
actual cost of this short-term supply and the ultimate selling price of gas delivered through the Great Lakes system to the 
_ storage fields near Dawn, Ontario was considered to be one of the costs of bringing the Great Lakes system into operation. 


These costs, which had been deferred, were amortized to operating expenses at the rate of %¢ per Mcf of throughput through 
the Great Lakes system until October 31, 1975 at which time the National Energy Board directed that the unamortized balance 
of $3,255,000 be written off to operating expenses for both accounting and rate making purposes. 
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Consolidated Statements 


December 31, 1975 


Arctic pipe line projects— The Company is amortizing costs accumulated to October 31, 1975 for both the Cie 
Arctic Gas and Polar Gas Projects. Such costs are being written off to operating Os over three years for both aceauate 
and rate making purposes. 


Deferred charges — other—Interest paid on certain advance payments Is included in “Deferred Charges— Other” : the 
amount of $4,172,000 at December 31, 1975 and $4,191,000 at December 31, 1974. Effective November 1,1975,the Company - 
is amortizing such costs to operating expenses over a ten year term for both accounting and rate making purposes. -. 


Translation of foreign currency — Transactions originating in foreign currency have been translated to their Canadian 
equivalent using the rates in effect as indicated: _ 


Current assets and liabilities. . . . =. =. =. =«.~«~.~«.~=« year end or contracted fates 
Investment in Great Lakes Gas Transmission Company: 
COMmmMOn Shales. its _.... ... . . tales in elfect at dates Of invesiinent 
BOM interestinnetincome ....... .. . .month end rates 
Long-term debt due alter one year .- .-._. . ~. _._.@jeater Of Dar OF rate in eileci On Gales Oi ce 


Net income per common share—Net income per common share is calculated using the weighted average numbes of 
common shares outstanding during the respective fiscal years. The calculation of net income per common share ona fully © 
diluted basis assumes conversion of all securities and exercise of all rights which have a dilutive effect on earnings per share. — 


} 


Notes to Consolidated Financial Statements 


1 Capital Stock 
The Company is required to maintain purchase funds for the $2.80 first preferred shares, the $2.75 convertible first preferred 
shares and the $2.65 convertible second preferred shares which, subject to certain conditions, are replenished annually. on 
February 1 to an amount equal to 2% of the par value of the shares outstanding on the previous December 31. 


In the case of the $4.50 retractable first preferred shares, the Company is required in each year from 1975 to 1984 to credit 
the lesser of $1,500,000 or 3 aggregate par value of the remaining shares then outstanding to a purchase fund for these 
shares.  . 
These various purchase funds are applied, subject to certain conditions, to purchase those ptetenes shares for cancellation . 
to the extent, if any, that such shares are available at a price not exceeding $50.00 per share plus costs of purchase. To date, 7 
preferred shares have been purchased and cancelled on account of the $2.80 first preferred shares and the $2. 65 4 3 
preferred shares. _ 

In addition to the above purchase fund obligations, it is the intention of the Company to purchase for cancellation, fo the 
extent available at a price per share not exceeding $50.00 plus costs of purchase, during each 12 month period ending : 
January 31 from February 1, 1975 to and including January 31, 1980 an additional $1,000,000 aggregate par value of 94. 1007 
retractable first preferred shares. . 

Changes in the number of shares outstanding during 1975 are set out in the table below. Consideration in excess of the 
par value of shares issued is credited to contributed surplus. - 


Second a 
Preferred = 
First Preferred Shares Shares 
Common Shares $2.80 Series $2.75 Series A $450 SerilesB $2.65 Series A 
Number of shares outstanding : | 
at January |, 19/75 31,077,790 860,655 269,292 1,000,000 2,499,800 


Incentive stock options 
issued for cash 11,925 


Conversions of 
preferred shares 915,794 (137,043) (4617/5) 


Purchase of preferred shares 
for cancellation (27,9/5) : (58,393) 


Number of shares outstanding 
at December 31, 1975 32,005,609 832,680 132,249 1,000,000 2,390,227 
SRT HT ECE SN EL TI LO ALE STIS IE TCA TT TE ET I EI EE SLE LT LOE TEI IE SLE EOI EEC LOE IOI AL EST SIE CS AO IIT ELT OT ON OO ITY SO TECTED LI ONS ELEN TOE AOTC AE CC OTITIS 
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TransCanada PipeLines Limited : 
EAA ISNA OS REST IES ST SET SET ET ON OL ON YEN PDT ESE 


and Subsidiary Companies 


At December 31, 1975, 314,553 common shares were reserved for issuance upon exercise of options granted or which 
may be granted under the terms and conditions of the Company’s Incentive Stock Option Plan. There were outstanding 
options on 308,400 shares under this plan at prices varying from $8.73 to $15.08, the last of which expires in 1985. During 
1975, options on 11,925 common shares were exercised for $103,000. 


The principal features of the preferred shares which are all cumulative and redeemable and of the share purchase warrants 
outstanding are summarized below. In addition, the $4.50 first preferred shares have a retractable feature which requires the 
Company, subject to certain conditions, to invite tenders during each six month period ending January 31, 1980 and January 
31, 1985 for the purchase of all such retractable shares at $50.00 per share plus unpaid dividends. 


Conversion to Common Shares Common 
tS Shares 
Redeemable Price* Rate Expiry Date Reserved 
$2.80 first preferred shares $51.00 per share to May 1, 1977 
and reducing to $50.50 thereafter. — os = — 
Share purchase warrants 
issued in association 
with these shares 312.97 3 April 30, 1976 1,499,739 
$2.75 convertible first $52.50 per share to May 1, 1978 
preferred shares and reducing in progressive steps 
to $50.50 per share after 
April 30, 1984 > 6.9/7 5-4/7 May 1, 1978 736,971 
$4.50 retractable first $54.50 per share commencing 
preferred shares February 1, 1980 and reducing In 
progressive steps to $50.00 per 
share after January 31, 1985 — — a = 
$2.65 convertible second $52.50 per share commencing 
preferred shares January 1, 1976 and reducing in 
progressive steps to $50.50 per 
share after April 30, 1988 $19.15 3-3/10 May 1, 1982 7,904,249 


*Price is subject to adjustment under certain conditions to protect against dilution and represents the price per common 
share to the nearest cent. 


2 Long-Term Debt 

The Deed of Trust and Mortgage securing the first mortgage pipe line bonds provides for a charge upon all the real property 
of the Company and a floating charge on all the remaining assets. It also provides for increased sinking fund payments if a 
Certificate of Gas Supply indicates exhaustion of gas supply earlier than specified dates. As required, the Company’s gas 
purchase, sales and gas products sales contracts and the contracts with The Alberta Gas Trunk Line Company Limited and 
Great Lakes Gas Transmission Company are mortgaged and pledged under the Deed of Trust and Mortgage. 


Under the provision of the Indenture relating to the sinking fund debentures the Company will apply, subject to certain 
conditions, an annual amount equal to 2% of the aggregate principal amount, separately for each issue, for the purchase in 
the market of such debentures in each of the five years immediately preceding the establishment of the respective sinking 
funds. These purchase funds are presently operating and debentures are being purchased to the extent that they are available 
at prices, including costs of purchase, that do not exceed the principal amount plus accrued interest to the date of purchase. 
The purchased debentures are delivered to the Trustee for cancellation. 

Maximum long-term debt retirements approximate $44,446,000 for 1977, $48,102,000 for 1978, $43,233,000 for 1979 
and $43,229,000 for 1980. 

Based on the rate of exchange prevailing at December 31,1975, $162,675,000 would be required to discharge the long-term 
portion of the U.S. currency debt outstanding at December 31,1975. Such long-term debt is repayable over a period extending 
to 1987 and is included in the Consolidated Schedule of Long-Term Debt in the, amount of $170,288,000 at December 
£31, 1975. 


3 Restriction on Dividends 
Declaration of dividends on both preferred and common shares is restricted under certain preferred share provisions and 


LZ 


Consolidated Statements 
December 31, 1975 SS 


under several debt instruments. At December 31, 1975 under the most restrictive provisions $92,700,000 was available for : 
payment of dividends on common shares. 


Under the terms of the Anti-Inflation Act the Company’s ability to increase common dividends is restricted. 


4 Remuneration of Directors and Officers i 
The aggregate remuneration paid by the Company to thirteen directors, none of whom are officers of the Company, amounted 
to $102,000. In addition there are two directors who are officers of the Company who receive no remuneration as directors. — 
The aggregate remuneration paid to eighteen officers amounted to $1,028, 000. - 


5 New Financing 

On January 28, 1976 the Company entered into an agreement for the sale of $50,000,000 principal amount of 7/%4% income = 
debentures. The proceeds will be applied to repay notes payable incurred primarily for the payment of expenditures related 
to the 1975 construction program and for the proposed 1976 construction program. 2 


6 Future Commitments 7 
The Company has agreed to invest up to $272,000,000 in Canadian Arctic Gas Pipeline Limited which sien ie anced . | 
Canadian and Alaskan natural gas to the western terminus of the TransCanada system and to points on the international — 
boundary. This investment is conditional on governmental approval of the project, on appropriate regulatory treatment of ue 4 
investment, on acquisition of further gas supply and on completion of financing arrangements. 


Auditors’ Report 


PEAT, MARWICK, MITCHELL & Co. 
CHARTERED ACCOUNTANTS 


Commerce Court West 


P.O. Box 31, Commerce Court Postal Station 
Toronto, Ontario 
M5L 1B2 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of TransCanada PipeLines Limited and its subsidiary companies as of 
December 31, 1975 and the consolidated statements of income, retained earnings, contributed surplus and changes in — 
financial position for the year then ended. Our examination included a general review of the accounting procedures and such ~ 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company and its subsidiary 
companies as of December 31, 1975 and the results of their operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the — 
preceding year. 


hat Harnih MEL KG, 
Toronto, Ontario U t 


January 28, 1976 Chartered Accountants 
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Gas delivered for sales and transportation 
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Annual Canadian sales by category Where the gas was sold in 1975 
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Operating income and net income Gas transmission plant growth 
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Accumulated depreciation 
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Five Year Summary 


Income (in thousands of dollars) 
Operating Revenues 

Gassales lc Csi _ $ 901,167 § 561.255 $§ 430,382 S$ 3/73/00 
Gas transpoltation .. i si‘ 8,847 5.3/8 — 4865 1391 
Other 10,375 1,309 1,556 1,267 


920,389 567,942 436,803 376,358 


Operating Expenses 
Cost of gas sold and gathering haee : _... . 601,013 316,691 227,269 196, 702 
Transmission by other companies. .si=s“i“‘iws=“‘(ié(i‘é (“‘(éi‘éséltétéC;é;é; 78,066 60,767 60,856 52,501 
Operation and maintenance siz... ' 37,844 27.915 226/38 21,576 
Compressor fuel—gas and electric ......... 27,244 16,697 12,524 | 11,709 
Amonization of Deferred Credit... sc _ — — (1,095) 
Depreciation and amortization . / - 39,136 34,463 29,630 23,359 

Deferral of depreciation— Northern Onans Bhcion. . _ — _ (280) 
Jaxes—-provincial and municipal. © =. =. 9.236 7,462 6,760 


792,539 463,995 357,426 
127,850 103,947 19,377 


Operating income. 


Other Income 
Equity in netincome of Great Lakes Gas 

TransmissionCompany. . - ...—r—«.icj# 6,670 6,098 6,022 
Otherincome (net)... s«ws'i—=i‘a;SC#™YN(NNNC_Cswi ae 2,211 5013. 12,07) 


136,731 115,058 97,470 
70,434 69,476 57,958 


Income before financial charges 


Financial Charges (net) 45,917 


Net Income for the Year . 66,297 45,582 39,512 37,091 
Provision for dividends on preferred shares .... . 13,863 12,119 11,908 10,354 


$ 52,434 S 33463 $ 28,004 


Net Income Applicable to Common Shares 
Net Income per Average Common Share ~ 
ee rrr———“( ,rr—S—s—SSCSS $$ 1.65 * 7 |= UO — 
Fully diluted . $ 1.45 $ 103 > 22 . 


Dividends declared, percommonshare ....... ~ °&§ .69 $ 48% § 334 5) 
Dividend payout ratio, commonshares ....... % 41.82 % A130 % 3311. =% 
Return on average commonequity .. . . . % 17.64 % 136.24 % 1323 % 
Funds provided from current operations... .. =«siw:s—«=(S $ 105.220 s 78664 $ 68,706 

—per average common share . 5 - . 


Balance Sheet (in thousands of dollars) — _ _. 
Plant, property and equipment—gross. ....... $1,588,754 $1,565,506 $1,449,925 $1.294 372 


| at. 1,315,545 1,314,992 1,240,782 1,108,852 
Annualadditions. . . . . 2 38,435 108,578 _ 104,743 | 276.201 
Long-termdept 819,797 820,075 861.335 730,958 
Shareholders equity-totsl 6 535,762 508,391 / 409,616 

—common | 317,755 276,902 194819 


9.93 8.91 7.06 


—per common chore: at year end: 


Statistics 


Miles of pipe line—including loop ine. . -. 5,678 5,678 9,007 4.8/8 
Compressor horsepower . . . _ . . 950,690 950,690. 944,390 — 880,890 - 
Delivered for sales and sancdoraion= scanned, - 1,100,550 1,096,410 © 1055618 950,839 _ 
(in millions of cubic feet) —maximum day. 3,431 3,531 3,394 3.28 
Number of employees—averagce . . «sw 1,460 1460 1418. #137 
Common shares outstanding—year end «ss 32,005,509 31.077,/90 27 .859,.257 27,612,951 : 
average... 31,746,810 28,687,701. 27,781,005 25,631,424 | 904,212. 
Number of shareholders, December 31... ..... 24,244 24.302 24,984 26,537 . 5 27,50 
"os rea ns nt sn te rai 


Note: The above FIVE YEAR SUMMARY excludes the extraordinary gain of $12,461 — realized in 1973 on the sale of VansGenade Petroleums Limited and - 
reflects the three-for-one split of common shares effected in June 1974. 


Shareholders and others desiring information on TransCanada PipeLines may obtain a ten year summary by rotate a copy of the booklet” ‘Opecting and 
ree Information 1966-1975” from H. » Nichols, Teasiiey, TransCanada Jenks P.O. Box 54, Commerce Court West, Tone: Coen. M5L 1C2. 


Corporate Information 


TransCanada PipeLines 


A company incorporated under the laws of Canada, which owns and 
operates 5,678 miles of natural gas transmission pipe line in Canada. 


Executive Office 
P.O. Box 54, Commerce Court West, Toronto, Ontario, M5L1C2. 


Head Office 
407 Eighth Avenue S. W., Calgary, Alberta, T2P 2M7. 
Subsidiary (Wholly Owned) 


International PipeLine Engineering Limited 
A company carrying on the business of engineering, design and 
supervision of construction of pipe lines and associated facilities. 


Affiliate (50% Owned) 


Great Lakes Gas Transmission Company 
A Delaware company owning and operating a pipe line through the 


United States from Emerson, Manitoba to Sault Ste. Marie and Sarnia, 


Ontario. 


Common Shares 


Transfer Agents 
Montreal Trust Company, 
Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver. 


First National City Bank, New York. 


Registrars 
National Trust Company, Limited, Toronto. 


Bankers’ Trust Company, New York. 


Preferred Shares 


$2.80 cumulative redeemable first preferred shares. 


$2.75 cumulative redeemable convertible first preferred shares series A. 


$4.50 cumulative redeemable retractable first preferred shares series B. 
$2.65 cumulative redeemable convertible second preferred shares 
series A. 


Transfer Agents and Registrars 
$2.80, $2.75 and $2.65 National Trust Company, Limited, 
Montreal, Toronto, Winnipeg, Calgary and Vancouver. 


$4.50 Royal Trust Company, 
Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver. 


Bonds 


Trustee 
National Trust Company, Limited, Toronto. 


Registrar Canadian Series 
5%, 6%4% and 6%% first mortgage pipe line bonds, 
National Trust Company, Limited, Montreal and Toronto. 


8%% and 8%% first mortgage pipe line bonds, 
National Trust Company, Limited, Montreal, Winnipeg, Calgary and 
Vancouver. 


Registrar U.S. Series 
5%%, 5%%, 5%%, 6%% and 6%% first mortgage pipe line bonds, 
Morgan Guaranty Trust Company of New York, New York. 


Sinking Fund Debentures 


Trustee 
Crown Trust Company, Toronto. 


Registrar 

10% series A, 9%% series B, 9% series C, 8%% series D, 9% series E and 
11%% series F sinking fund debentures. 

Crown Trust Company, Montreal, Toronto, Winnipeg, Calgary and 
Vancouver. 


Subordinated Debentures 


Trustee 
Montreal Trust Company, Toronto. 


Registrar Canadian Series 

5.85% subordinated debentures, 

Montreal Trust Company, Montreal, Toronto, Winnipeg, Calgary and 
Vancouver. 


Registrar U.S. Series 
5.60% subordinated debentures, 
First National City Bank, New York. 


24-inch-diameter pipe being unloaded on the right-of-way near Cornwall, Ontario, for the 1975 looping program. 
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